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Voronto, Ontario, 
May Ninth », 1925. 


Rydre-Ziectric Inquirg Gommiesion, 
Us De Gregory, Beqes Chaivman, 
Porcente, epee 


Mee Ghairman aad Ge atiemen:- 


im acgeordance with your inetructions, a generel 


report on the ineurance Department of the Hydro-Ziectrica 


Fower Gowmlasion of Ontario has voen made along the dines 


approved of by the Commission on January 2nd. The work 


has been done under my direct persenal supervision ae per 


ail Aah comyhaannr a 


the reports of ueenve. Price, Waterhouse & Con- 


Gordon & Dilworth, have been 


pany and Hussre. are 
is report, and in addition 


used in the pre: agi): ae Wwh 
sompiote . eeuaie esi : On 


ide of all evidense taken at 


the public hearing held in connection one one Department 


of the Gommluoion.s 


ooo, @he vepert falls naturelly inte two porte. 
first pert, being pagetl to 11 inelusive, is largely a 
recital of facts, together with explanatory comment in 


eonneotion therewith. The second part of the report, en- 
titled "“Guewary", is intended to direct attention to those 


points which appear to require eee eonsideration by 
the Commission. 


ALl gigures used ian the report have been sare fully 
checked by & Foeprosentative Of Messrse Price, Yatertouse & 
Gompany. Svidence and reports forming the basis of this 


report are appended hereto, and in order to facilitate 


reference to the documents in question, om the right-hand 


margin of the weyert a ae wane he found veghoriniaahedes 
roferensdie r | } 
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DEYak TUNE 


| when the Blectric Power Company was teken over 

by the Provines ane brought under the Supervicion of the 
‘Gommiesion | &@ the Centred Ontario System, Nr. John Littles 
john, who was treasurer of the Companys and who had up to 

that tine super vised insur ance for the Company, Spproaghed 

aed Comuission with the object of taking @ harge of its in- BW. 


| S658 
surance. The matter was taken up by the Gommission,and in 


the latter part # decided to start & Department 
ae: Insurance pace a2 phen in charge. Prior to this, 
the secoun ting Departne at looked after piacing the Commission’ s 
Aneuran ce, but as the gel teqes. at that time were compa rativesy 
yened there wag li stle diffioulty in super via ing it. | 
| : when ale Lit tie john entered upen his duties, he 
retainod his License ae on Insurance Agents wake eutitied 
hin to a portion of the commission, pays bie out of the in- 
surance: promiuns by way of rebate. These rebates were in 
anny gangs aie éireetiy into Mre Lit ¢lejoha's acsount and 
Later ‘transferred by him to the general fund of the Gommis~ 
sion. | 

It doos not appear that any definite instructions 
wore Isened a¢ to the duties of the Insurance Department, 
but Mr. Lit¢lejohn states that he was told by Ur. Gaby to 
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take charge of the Departwenat and sonduct the business as 

well ag possible. Mr. Littlejohn’s idea was that the Be- BV. 
partment would be of wa terial benefit to the Comale sion, | 
not only by supervising ite satire insurance, but by obtain- 
ing rebates of more than 4 sufficient amount to pay the cost 
of the Department. : 3 “i e 1 | sane 

This arrangement was put in operation and continued 

until the 50th of September, 1922, at which time Mr. Lit tie- 
genn'® iieemnse ag an Insurance Agent expired. At that date 

an application wae made to the Previnesus Insurance Depart- 

ment for @ renewal of the iivenen, but the renewal was not 


granted because of ep Pe ys the Dopartuent to the effect 


that « ‘License shall not be isaued to ‘wmployess ‘tor the pur- “Sy. 
pose of peactving rebates en insurance pinced on the property a 
of their empjoyers. This rule beeame offeotive about the end 

of Septonder, ada pricr to wane the practice ef secepting 
rebates on insur ance promiums was. fairly generale Follewing 

the adoption of this rule by the Provincial Lneur ance Depart~ 
saeiaaadiiant careful enaninetion was mde of agents’ licenses 
throughout. the ‘Provines, and amy licen sea whjee failed to 


conform to the ee rules were not Fenowed. 


| the. Commis si on has adopted the policy of carrying 
its own ineurance in respect of the following undertakings 
in the belief thot a material saving gan be effected by so 
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(a) Vorkmen's Compensation Insurance 
(b) Qentral Ontario Fire insurance 
{c) automobile Insurance 

 @he Pomainder of ite insurance in the amount of 


apprOzimately $5,000,000,00 is placed with outside com- 


panies. 4 large part of this represented insurance carried 
om bulldings sud their contents at Ghipypawa, which ot «11 

BV. 
times were ingured to 90 per cente of their value. S655 


“the fellewing is a statement of the net ineurance 
preniums pata vy LO e4 pap ai : 
eutside companie a, ne 


1921 (cents omitted). 


a» om iasurance placed with 


three yotrs ending October dist, 


Kor tinor & Ramp mrgieie. taz.0e #80,08 ,o80 $196,596 $297,539 


de Be Wilson 6 


Tél 


9,061 


£9,204 


Maguire & Connon 49572 15,117 Sa, 741 49,430 
fT. & 7. Meltulkin agi 39 2,643 1,862 &,342 
Dale & Company 766 175249 6,468 24,3583 
Re oe Villiers 444 $11 812 1,466 
Thompson,ale & Power ~ 516 3,453 3,969 
aymowr,Bell, Boswell | | ities 
& Orouya me » 1642 1,542 
Lyoue & Hervey ~ , - 240° 249 
Wood, Mien & Patterson ~ ~ 6,752 6,732 
Reid, Shaw &@ UeWaught  § 456 412 S85 4 RBS 
= Se Meredith “ 1,232 30 1,261 
Rh, Me Morton _ 792 1,461 2,242 
Globe Inéemnity Co. ~ - 15.562 15,862 
Royal Insurance Go. Dilan BES," - 7,816 7,926 
Tor onto Harbour Gomme aa - ito el = o“ 


Sumiry Othera 


ee einen 


0) RA MGS AE Ede TaN Cae Ros a 
-—yoieatimed vaiuonl 2in728s3L-0RavH 


ti) OF anuaasoH 08 YI0D 


Ge DE AEE IY PA Y Peale wees @& 
goeatead. wo Neaeshegsed 4 'memiced “8 
copa nmneh ul olywint Lagtned | 
eee efiddme tes « fe). 
tn tirces Sle Bf eotemea? o¢f BO. ons bidonenebt i ting See. 8 
ame Ghisdwo Coby Sovake af 00,600 ,000,29 _loroninaagge 


Soinstae ooneigedt betaseeugen e2te oO gf gh ‘w etal Seg 


any 
a 


a 


eons wreRt es est no suowatose P ae ban “e rd 
at bee booutg vanonwest ao aay "4 \ 4 bg . vay onstawn 
9 oH AS ae odeo Besbee vane, eon i | il ye okieqae eb inane 
reo fee same e4n08) eek 
’ k 
SG, Baae antes tsb verse ee 


Hypro-Exectric Inquiry CoMMISSsION 
CoPY FOR ENCLOSURE-TO (4) 
| 
| 
| 


| It ts int oresting to note that for the three 
years pre ra behahar Slat, 1921, the Gomaission paid 
$890,578.65 in fire insurance premiums and collected for 


fire losses the wum of $494,142.00 oy $108,568.35 more 
then the premiums paid. 

Yee V, dye Gray, Superintendent of Insurance 
for the Provinee of Ontario, states that the average rates 
of commission received by Insursnce Agents on premiums 
eollected are: panes . 


le... Insurance agents in Torento......- 25.7% 


Re insurance agents in Ontario bal 
Preity, ees, ws Gyms 2 18.8% 
waa ae the hesring in respect of Hydro insurance 
it wae enggosted that had Mr. Little john dealt directly sens 
: with the: vor imaeadndl eompanies as a4 general agent he could 
runout obtained the full amount of 8 general egent’s conm- 
sored Mane and ‘eonsequently heave saved the Gonmis sion 
$67,625.00 in ineuranoce premiums. However, it is to be 
noted orem ftafermtion weve t res subsequent to the heariag 
os the agents with whom the iaeuranse wae placed that 2,802 
their net commis sions amount ed to approximately $23,000.00, pray 
‘after deducting the rebates peta Bre Lit tlejonn, wn 
From evidence siven vy whe insurance exports mh 
1 


called at the. hearing and trom Letters: wenek vee from various $713 


insurance ‘egente, it “nm séknted out that Mre Little john 
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would have had agonsiderable @iffiewlty in obtaining a 


general agency in view of his position with the assured, 


) During the three years ending October Silat, 
1921, the Commission received rebates through Mre bittle- 


john on insurance premiums in the amount of 939, 177042, as 


ig shown by the following Lists 


| Percent age 
ABORT of Premiuns Fotel 
: pyaar ye - Rebates 

Mortimer & Ramp? a poe $29,153.80 
Maguire & re R F-10 3,493.41 
Dele & Company i090 % 9442.50 
&e B. Wilson & Gompeny | §~1 24-15-20 2,866.68 
¥. de Holluikin 10 642.37 
Thompson, Dale & Power yi ee | 95.57 
Re de Villiers & 72.07 
Wood, Miegw & Patterson ~ ; $1.60 
Lyons de seuvey & ae: | 

20 * a . 839,177.42 


Ae previously pointed out, the AROUY AOE on the 
enterprises of the Commission ia carried by outside gom~ 


panies vith the exception of the followings 


Le Workmen's Scmeneanaen Insurance 
Re Gentral Gntario Fire Insurance — 
Be Automobile Ineurance 
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tne Weyknen’ Senmeeeerton aot provides that a 

Board shall investigate any scoidents to employees through- 
out the Provinge and ts what benefit, if any » an injured 
employee should receive. The rates for various employments 
are fixea yourty ant oa amounts asennaga against ai fferent 
employers are peta to the Beara, Hovever, the Ast does not 
require munioipalisies, railways or public utility eonmis- 
sions to pay assersanents to the Board, but pormits them to 
make the se payments from their owh funds as and when awards 
are FeRNON < wy dh | | 
4 under (nd da kior\ ey os this provision am in 
preference to ineuring with the Workmen's Compe asation 
Board, the Comission has elected to carry its own insurance } 
in ¢ onnection with Liab Liition oriatng from accidents to ite 1922 
amp 9900 te She Counts sion provides a fund to moet its — 
liabilities in this respect by charging lts various under~ 
takings the same rates se are required to be peid to the 
Workmen*’a Compensation Bourd. Moneys obtained in this way 
ave credited te a reserve fund from which payments are made 
from tine to time to meet the various awards. 

 @here fe an arrangement between the Board and the 
Commission whereby the Board makes 9112 disbursements on be-~ 
half of the Commis sion. A eum of $7,500.00 io held on 
deposit by the Boar and ® weekly statement of disbursements 


is soe egghead to the Gouaission. 4 cheque is then forwarded 
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each week for an smount sufficient to bring the fund to the 
amount of $7,500.00, 

the Board also fur nishes the Commission annually 
& Weluation ef the pensions ss well as an estimate of the BYVe 
outstendings, so that the Gommiasion is kept fully advised wih 
as to the amount of money necessary to be held for this 
fund. Meanwhile the funds in the hands ef the Commission 
for thie purpose are used by the Commission as working 
Gapital. 

: im @ddition te the sums paid weekly by the Com~ 
mission to the agekq pho Upiotanton is aeeessed its cl 
yearly proportion of the Board's overhead charges, which 
during the fiseal year ending Oeteder Slat, 1922, amounted 
to approximately $7,000.00. This is the seme procedure 
followed by municipalities and by railways. 


The fire insurance en the Central Ontario System — 
ie carried by the Gommission by providing a reserve on the sone 
basie of 123 per cent. less than the tariff rate, for in~- 
sarees premiums on thet olass of risks. in this way the 
Commission has created a surplus of about $6,000.00 in the 


five years of operat lone 


Phe Gommiesion walso carries all its own auto~ m 
Ve 


mobile insurance by providing a reserve on the basis of 3677 
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29 per gente afi the tariff rate. This creates for the 


Commission a yearly aurplus of ebout #19,000,00. 


‘Phe following i9 @ statement of the insurance 
reserve at October Blet, 1921, showing the reserve and 
the amounts allocated for specifie purposes together with 
the remaining surplus: 
Inourance Reserve $590,909.96 


Less - Outstanding Slaime: sie 
Raployees Accident $166,653.96 


Automobiles 3 $00,006 
Peterbore ~iby Ae a ad ae 1,790.96 
Public Liability <- rt ash : 


Ontario aystem 166.60 aG&D 
Miscellaneous — 5,000.00 ig2i 
1 sohed. 
r $174,005.96 97. 
Provision to cover swarded 
Penaione ee por valuation 
of Norknen" « ‘phe ene ony 
Board = | G98, 785.82 i 
h tonal d socount o payable a 290290 _872,459.78 
gurplas 9 18,570.18 
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Ndi 


At the publie hearing held Mereh 9th, 1925, it was 
suggested by Hr. 0. W. I. Woodland that a ropuvable 
firm of insurance brokers would be better qualified to BY. 
S703. 


look after the intereats of the Commission as to insurance he 
than any single expert in the employ of the Sommisston. He 
pointed owt that the insurance experts should not of necess- 
ity be employees of the Gommission, but that their remunera- 
tion would be obtained by way of commissions received from 
the companies with which the insurance was pieced, By 
thie means the Commission would have the advantage of com- 
petent inspector gus fw same time have the late at 
insur ance mnt Oyo de which, im many eases, would 
enable the Commiasion to save considerable smounts on 
premiums. , wt | 
| ur. Yoodland wae also asked as to his opinion 
with regard to the Commission's ineeuring itself, and stated 
that he considered it a very poor policy. ne fur ther wt 
pointed out thet in handling insurance to the extent demand- 3707 
ea for the Commission, there would of necessity have to be 
& great deal of reinsuring done, so that if the Commission 
attempted to insure itself it would taxe greater visks than 
are teken by ang insurance companies individually. 

Ur. Olarkson also pointed out that the building 
up of @ reserve fund in order to carry the fire insurance 
is beyond the powers conferred on the ‘Commission under the — ae 
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With regard to the rebates received by Mr. 
Little john on the premiums paid by the Sommisuien, | 
averaging from 7 to 10 por cent. in each oage, it was 
pointed out that if he bad been a general agent for an 
insurance Gompany ho would have gaved & considerable amount 
more ia view of the fact that the rate paid general aecenta 
in Porento amounted to 23.7 por cent. It is to be pointed 
out, however, that preetically all the insurance companies iv, 
have their general agents in ®oryonte ahd Mr. Littlejohn Heir 
would undoubtedly have experienced great di¢gfieulty in oh- 


teining an appot OP eneral egent. Then too it must 
be remembered thi “hea commission is paid te the 


general ageat in view of the overhead expenses in connection 
with inspections and adjustments, otc., ama $his in effect 
would have necessitated a considerably more extensive in- 
surance Depurtment within the Hydro-Rieetrio Power Commiasi one 
The practice of accepting rebates on insurance 
premiums resulted in =» saving of 939,177,00 to the CGom- 
mission, and i¢ my be stated genersily that thie wae not 
regarded by the insurance companies a¢ being in the best 
interests of tho assured and in effect was unethical from 
the point of view of sompetitive business principled. 
in view of the recent ruling of the Provincial 
Insurance Department, the situation with regard to rebates 


eannot rise again, a9 Mr. Little jonn’s license has now been 


cancel lede 
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Mee Re Le Mobeun, who has charge of placing 
the imeurance for the Zorento Branspertation Commis sion 
and the Yorente Uydre-BRleetric System, stated that his 
company's duties as inapectors or agents comprigzge the 
inopootion ef plans of now bulddings. They must slao keep 
informed of the latest d¢ velopments regarding tuprovements 
whieh would result in a reduetion of insurance promiuma, 
etc.e lie Claimed that they had saved very large sums of 
money, ami pointed out ae an example thet in the case of 


sertain oar berns ereogod in the City of Toronto, when S716 
equipped with Nara ® aN eoating an addit tonal 

$26,000.00, a reduction in the ingurance rate was effected Ev. 
which ie resulting in . yearly aiwiiees Of $11,000, 60 on eens 


insurance premiums. 
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Ro definite or comprehensive plen for sendueting 
the Insurance bepurtment wae ever formulated by the Gom-~ 
miselon, Mre Littlejohn beiag given, gemeraliy speaking, 
bh he hand in respect of ali matters. Hr. Little john, 
while experienced to some extent in lunar ance work while 
in the oupl oy of the eompaniee ope rating in the Gent ral 
Gatario District, states that ne is net an expert on in~ 


surance matters, and rvelted tor guidance and sdvice on 


the judgment of oa ga? » Yao tawur at ance was nes: 


2 = Pees 


Ure LA¢tlejohn's plan was to pay #11 oxpenses 
out of rebates regeivead by him and oredit aame to the 
Comaiseion. the sxpectations in this respect were realized 
to the extent that the vobates received excecded the ex- 
penses of the Departnent in the amount Qf GRO ,5L7-96 
from the inception of the pe mee in 1917 until October 


ist, 1921. 


S~ pe Bo. 


Ab the thme Mrs Little john took over the super- 
vision of insurance for the Gommission, be held a license 
68 an ineurance agent and received rebates from insurance 


brokers in respect of riske placed with thames It would 
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Sppear that she pore? of vig tebe rebates was open to 
question and in September 1981, a aeriatte rule was put 

in foras by the Provinstal Tnsuranae Pepagtnent and genewal 
of led Little jona's License was refused, whion agtion PA... 
the part of the sueKyaNee Department automatically prevented 


Ur Lit tle jonn from receiving further rebated. 


ma - Po oe OG 


vor the three years ending October Slat, 1921, @ 
total of 946,029.00 was paid to various Lue urance eompe nie Be 
During the same period the rebates received by the Sommiasion 
through Mre Lit PON Per to @59,177.42. Of the 
forty-three agents and companies with whom ingurance was 
piased only ten agents returned rebates on premiums to Mr. 


Littlejohn, such returns varying from Sie to 20% on the 


amount of the premiums, or am overall average of appro~ 


zim tely Bg% 


fhe Commission has adopted the poiiey of carry ing 
its own insurance on the following items in the belies that 
® paterial saving is etfeoteds. ... 
{a) Workmen's Compensation Sabiainatianie 


(b) Central Ontario Fire Insurance 
{¢) " gatenedile insurance 
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Phe totel smount of inaurancs placed with outside 
Companies amounts to approximately 66,000,900.00. “ne 
greater pert of this ineurance represents risks on buildings 
and thely contents in respect of the Queenston-Chippawa 
development. 


ay ie ee Te af te Sab aan Ce EL RR ed & é <M be ee 


vor the throe-year period ending October Slst, 
1921, the total fire insurance premiums peld by the Com- 
mission mounted ¢o9 $890,578.45 end the total fire loss 
recoveries dur ing ‘hay per Ye amounted to $494,142.00, in- 
dicating an excess of recoveries over premiums peld of 
$105,563.55. 

In ooOnneetion with the recoveries, it ia pointed 
out that of the total amount so recvived $486,487.00 wee in 


respect of fires on the Gueenston-Chippawa development. 


4&8 already indiested,the total rebates roselivred 
omounted to $39,177.42, representing approximately 92% on 
the total premiumea of $465,629.90. it is arguable that. 
tive Ldttiejohn should have placed his tusuranse direct 
with the company, and received the full commission of « 
broker imetead of only the emount of the rebates. — 
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2 the porcianctrah ie an, externa’ from the ovidenge 

om por by ur. Litslejonn a regard to thias | 

Mind rou he a & license, why didn’s you go direet to. 

sho companies and plese the Luana pune direst with 

then instend of going to ell these agentey 

Me A@ L aeid before I bad very little time to go, end 

furthermore to got the benefit of the best commission 

i would have to betene an agent for the sompany, ond 

i did not know whether theee people would give me e 

regular eontract ae egent. 

Gs Why didn't Foy 

ae Weli, Rhea 5 i gould herdiy tell you now. 

@e Lk think companies like to enrefe men who hevw 4 lot 

of insuranee to placed, ond if he hes not tim ¢o some 

and seo them they find time to go and see him’ | 

a@o @here io a great doel in whet you gay, but 1 cannot 

really give you my rengon why I did not go sand ask for 

these ageneivs a thet time unless 1% would be that I 

Was geared thet they would not give them to m6. 

Qe Tou do Bot look ae if you were a very nervous man? 

Ae I d1a nog 1ike to avk for somthing thet 1 could not 

gete™ 

¥rom evidences submitted et the hemring, and letters 

subsequently resolved from insurance agente, it would eppear 
that ‘Mre Littlejohn would bove had considereble difficulty in 
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obtaining a general agency, permitting his plaeing the in- 
surance direct with the companies, im view of his position 
with the assured. This question is now definitely settled, 

however, on adcount of the regulation pessed by the In~ 
surance Department in september, 1921. 


the omg lage aoats of ths Commission's In- 

surance Dapartuont must now etl horne directly a8 rebates 
are no Longer recoverable tron agents. 

| Af the Commission ie to continue placing insur ance 
risks with mb vertope A it would appear to be Qesirabie 
ané menoasary dus to ne impor t ance of this work that the 
present form of administration be cont inued, 

| The gene etisiy of the Commission carrying its own 
insurance on yormenent works should veaei ve cons erations 
ure Lit tle john at the hooring stated thet the polioy of the 
Commission was to carry its own inaurence "ae soon as they 
get a auf fieient ‘fund in there #0 ee to be ave ¢o take 


ohsnoes om big pene e+ « « 40 ne certain that shey are " 
3 a 


not going to wreek thonselves". S674 


tre Clarkson wnile giving evidense on this sub- 
ply eelds : | i 
“in @ publio ander texing of this kind I would vay that 
unless there was s very ample margin ohes wish auoh & 


large concentration of capital, it would be a very 


dangerous thing to doe” 
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facts, and even then I would be very doubtful 
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Mee De We I. Woodland and Mere BE. le HeoLean con~ 
sidered self-insurance by the Commiusion inadvisable, the 
latter stating “they heve too much value in any one 
leogstion*. | | | ve | : ayes 

Before any change ia made by the Commission in 
the method of carrying insurance, 1t ise obvious that the 
whoie subject will have to be investigated, not only ae 
regurds the wisdom of self-insurance, but the methods by 
which such wv ingtabeton del oXiteanie dtmene advantageous than 
the present one, could be administered. 

in vespect to insurance risks on works end 
structures under construction, experience on the {ue enston- 
Chippawa development appears to indicate that, during 6 on- 
struction, insurance should be placed with companies and 
the risk not assumed by the Vommission. 

Wo matter what eyatem of insurance is finally 
decided upom consideration sheuid be given to the possai- 
bility of making avallable to the insurance Department 
the services of ineurance experts in various lines so 
that the Gommigvion may have the benefit of the best ade 


viee om these matters. Mr. Littlejohn at the hearing 
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mentioned the fact that at the Queenston-Chippawa deve lop- 
ment the general storehouse and wachine shop were only 
&bout fifteen foot apart and that “in one of them we 
esrried at times 4 miliion dollare* worth... .ifa 
good fire got in there the chances would be that both 
buildings would go . . » » sometimes we would have in 

the machine shop $350,000 worth". Had the plans of thease 
bulldings beon submitted to an insurance oxpert before con- 
struction, it is probable thet the Commission would have 
boen advised to change the relative lecation of the 
buildings, with Quel obdads Yenat tm dangerous condition 
would not have exicted and the premiums would have been 


greatly reduced. 
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